Medicare Payments For Physicians' Services
After enacting reforms of Medicare's hospital payment system in 1982 (Tax Equity and Fiscal Responsibility Act) and 1983 (diagnosis-related groups), Congress recently turned to reform of Medicare's physician payment policies. The Deficit Reduction Act of 1984 (DEFRA) enacted a fifteen-month freeze on Medicare's payment rates for physicians' services, and also established a "participating physician" arrangement for physicians who accept assignment on all Medicare bills.
While it is possible that the Medicare fee freeze will be allowed to lapse, the federal budget situation makes a return to open-ended reimbursement policies of the past seem an unlikely development. Spending for physicians' and other services under Medicare's Supplementary Medical Insurance program (SMI) will reach $27 billion in FY 1986, making it the third largest domestic program. Furthermore, the Congressional Budget Office (CBO) estimates the program's costs would rise over 16 percent in FY 1986 if the fee freeze were removed. Thus, Congress may be forced to consider further fee restraints and other program reforms in the near future. Since the Medicare program is the nation's largest purchaser of physicians' services, new Medicare payment policies could have major implications for national health spending, as well as for medical practice and medical specialty training.
While the various Medicare SMI data bases are not sufficiently uniform, detailed, or timely to analyze all of the issues involved in possible payment reforms, they do provide information which can be used to assess important national trends relevant to the reform debate. Data derived from a 5-percent sample of Medicare beneficiaries' physician bills, for example, can be used to decompose program spending into separate, specialty-specific, price and volume trends. As well, Medicare also collects information about prevailing charges for frequently provided services. These data include service volume for the major specialties (such as cataract surgery by ophthalmologists) which can be employed for supplemental analyses of trends. 1 The results of these analyses and some implications for future policy reform debates are discussed below.
Price And Volume Trends
Exhibit 1 decomposes growth in Medicare's spending for physicians' services for the aged from 1975 through 1982 into components attributable to growth in enrollees, services per enrollee, and reimbursements Behind these national trends, the pattern of growth in Medicare's payments varied considerably among specialties over the 1975-1982 period. The Medicare program's payment increases for pathologists, for example, are reported to have been driven mostly by volume rather than prices. At the other end of the spectrum in volume/ price trends, Medicare spending increases for general surgeons have mostly resulted from prices (13 percent per year)-and very little from volume (1 percent per year). The current fee freeze and other payment reforms which deal with prices alone may thus have very different effects for physicians in different specialties. Fee restraints would apparently have less impact on pathologists, for example, than on general surgeons.
The two specialties of cardiovascular disease and opthalmology stand out both for rising volumes of services and rapidly rising charges. Although these Medicare sample data are not service-specific, the National Center for Health Statistics (NCHS) data show that cataract surgery has increased for the over-sixty-five population; similarly, falling deaths from heart disease may result in more elderly patients who live with heart disease and require such specialist care. Rapid increases in the volume of care provided by these and other specialties have implications for the supply of residency training slots necessary for meeting the needs of an elderly population, which will grow well into the next century. Interestingly, the group of physicians with the lowest overall rates of price and volume 
Specific Services
Medicare reports on the volume of specific services provided by major specialties help to fill in the details of these broad national trends and suggest other areas of policy concerns. Exhibit 3, for example, shows changes in hospital and office visits. The aggregate increase in visits-6 to 8 percent over five years-is roughly consistent with the Medicare population increase and NCHS physician visit statistics. Nevertheless, these aggregate numbers contain some interesting trends. A breakdown of the visit totals by GP versus specialist designations and initial versus follow-up visit categories implies that service or billing patterns have shifted markedly. In all four cases, the shifts have been away from services in a lower price category toward those in a higher price category. The overall shifts are of such a magnitude as to suggest that ambiguities in specialty designation and visit-type distinctions may permit taking advantage of wide fee differentials.
Exhibit 4 summarizes data for procedures which had the highest rates of increase, both in level and rate of change of volume. The EKG-related increases are consistent with the previously reported finding of high growth in services billed by cardiovascular specialists. Such increases could partly reflect economic incentives since the EKG is a very low-cost but remunera- tive test which is not invasive, dangerous, or particularly time-consuming for the patient. In addition, this is a "gray" area for medical practice since the optimal frequency with which a patient over sixty-five should receive an EKG is unclear. Technological innovations and rapid expansion of equipment explain increases in CT scans. Exhibit 4 also summarizes data for other professional visits whose volume increased rapidly in absolute and percentage terms over the same period. Four services stand out: chiropractic and emergency room visits, eye examinations, and consultations. Visits to chiropractors alone, for example, were reported to have risen by 3.2 million (69 percent) in five years. This indicates that chiropractic services are very rapidly increasing, both in total and as a proportion of medical care for the elderly. Changes in volume of emergency room visits could reflect a growing problem of access to office-based providers for some of the elderly (for example, the Medicaid subpopulation), billing charges, or other factors. The increasing volume of eye examinations also seems an important trend, one which is consistent with the previous data showing opthalmology services to be increasing rapidly. Finally, consultations have also been rising substantially faster than either hospital or office visits. Since prevailing charges for consultations average more than three times the office and hospital visit rates, the distinctions and fee differentials among those categories may warrant reexamination. 
Conclusion
This disaggregation of trends in Medicare physicians payment provides some indications of major policy issues which will need to be faced in the future. Such issues include not only fee levels, but volume increases, specialty designation, definition of visit categories, relative fees among related services, technology assessment, and utilization guidelines. As well, medical training and availability of residency slots for different specialties may also need to take into account the very rapid changes apparently occurring in medical practice for elderly patients.
Lynn Etheredge David Juba
The Urban Institute NOTES
